mIn Otherﬂ ‘proceedings (NJ, PA, CO, KY
preliminary versions of BCPM2 on record.
m Oct. 15th: Preliminary BCPM2 filed with FCC.

m Mid-November: FCC releases guidelines on
customer location/outside plant.

m Year End 1997: FCC releases Order
Selecting a Proxy Model.

sponsored by =2=Sprint. BELLSOUTH
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Benchmark Cost Proxy Model Results

Area Wide Summary Report

Maryland BCPM11 BCPM2.0
Uncapped Annual Uncapped Annual
Investment Per Line Data Amount Amount
Loop Investment $ 819 § 544
Switch Investment $ 231 § 222
IOF Investment S 7 % 7
Other Investment $ 76 $ 60
Total Investment $ 1,133 § 833
Expense Per Month Data
Capital Cost $ 19.15 § 13.08
Operating Expense per Line $ 1134 § 11.34
Total Cost per Line $ 3050 $ 24.42
Gross Receipts Tax2 $ 1.24 § 0.99
Line Data
Average Loop Length in Feet 14,623 12,316
Lines Above $10K Loop Inv 28 1,715
Number of Households 1,842,441 1,838,791
Number of Residential Lines 2,119,496 2,270,551
Number of Single Business Line: 67,848 692,252
Multiple Business Lines 1,172,523 441,473
Total CBG Lines Served 3,359,867 3,551,660
Aggregate Support Data
Support Over $20 Benchmark  $  285,969.497 § 153,938,239
Support Over $30 Benchmark  $ 123,091,679 $ 50,039,497
Support Over $40 Benchmark $ 62,398,943 $ 29,312,731
Support Over $50 Benchmark $ 31,597,013 $ 19,376,045
Support Over $60 Benchmark  § 14,559,536 § 13,236,831
Support Over $70 Benchmark  $ 6,032958 $ 9,457,161
Support Over $80 Benchmark  § 2,359,107 $ 7,010,354
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Benchmark Cost Proxy Model Results

Area Wide Summary Report

MARYLAND
Total State

Uncapped Annual Capped1 Annual

' CBGs with Average Loop Investment per line over $10,000 are capped at $10,000

Investment Per Line Data Amount Amount
Loop Investment $ 819 §$ 819
Switch Investment $ 231 § 231
IOF Investment $ 7 % 7
Other Investment $ 76 $ 76
Total Investment S 1,133 § 1,133

Expense Per Month Data
Capital Cost $ 19.15 §$ 19.15
Operating Expense per Line $ 1134 $ 11.34
Total Cost per Line $ 3050 $ 30.49
Gross Receipts Tax’ $ 124 § 1.24

Line Data
Average Loop Length in Feet 14,623
Lines Above $10K Loop Inv 28
Number of Households 1,842,441
Number of Residential Lines 2,119,496
Number of Single Business Lines 67,848
Multiple Business Lines 1,172,523
Total CBG Lines Served 3,359,867

Aggregate Support Data
Support Over $20 Benchmark $ 285,969,497 $ 285,951,079
Support Over $30 Benchmark $ 123,091,679 $ 123,073,261
Support Over $40 Benchmark $ 62,398,943 $ 62,380,525
Support Over $50 Benchmark $ 31,597,013 § 31,578,595
Support Over $60 Benchmark $ 14,559,536 $ 14,541,118
Support Over $70 Benchmark $ 6,032958 $ 6,014,540
Support Over $80 Benchmark $ 2,359,107 § 2,340,689

2 Application varies so much on a state by state basis, it is not included in the Monthly Cost.
Assumptions:

BASE.CSV, CAPCOST.inf

Bepmuxis

Default input and logic

Report.xls.xls Page 1 10/31/97 2:12 PM



Benchmark Cost Proxy Model Results

Kev Elements
MARYLAND
Total State
Analysis Total Per Line

CBG Lines Served 3,359,867
Average Distribution Length 8,206,680,323 2,443
Average Feeder Length 40,926,233,169 12,181
Average Loop Length 49,132,913,492 14,623
Distribution Investment $ 1,814,190,578 $ 540
Feeder Investment $ 938,456,342 § 279
Loop Investment (Uncapped) $ 2752,646921 § 819
Loop Investment (Capped) $ 2,752,474906 $§ 819

Annual Per

Capped Annual Line

Plant Type Investment Percentage  Investment
Motor Vehicle $ 26,242,006 0.69% $ 7.81
Special Purpose Vehicle $ 35,510 0.00% $ 0.01
Garage Work 3 1,136,325 0.03% $ 0.34
Other Work $ 22,264,869 0.58% $ 6.63
Fumiture $ 8,273,867 022% $ 246
Office $ 24,892,620 065% $ 7.41
General Purpose Computers 3 105,287,617 277% $ 31.34
Total Support Investment $ 188,132,815 494% $ 55.99
Land $ 9,347,367 025% $ 2.78
Building $ 58,960,313 1.55% $ 17.55
Switching Equipment $ 775,650,716 20.37% $ 230.86
Circuit Equipment $ 630,531,920 16.56% $ 187.67
Buried Cable $ 1,156,408,905 3037% $ 34418
Aerial Cable $ 258,953,531 6.80% $ 77.07
Underground Cable $ 357,929,971 940% § 106.53
Pole Investment $ 102,900,132 270% $ 30.63
Conduit Investment $ 268,640,578 7.06% $ 79.96
Total Plant Investment $ 3,619,323,434 95.06% $§ 1,077.22
Total Investment $ 3,807,456,249 100.00% $ 1,133.22

Assumptions:
BASE.CSV, CAPCOST.inf

Bepmuxds
Default input and logic

Report.xls.xls Page 1 10/31/97 2:12 PM



Benchmark Cost Proxy Model Results

Key Elements

MARYLAND
Total State

Capped Annual Monthly Per
Expense Account Expense Percentage Line Cost
Plant Specific Expenses
Network Support S 6,007,443 0.77% $ 0.15
General Support $ 48,382,088 622% $ 1.20
COE Switch $ 13,708,258 1.76% $ 034
Operator Systems $ 362,866 005% $ 0.01
COE Transmission $ 9,313,552 120% $ 0.23
Information I0T S 2,701,333 035% $ 0.07
Cable & Wire 5 111,238,483 1431% $§ 2.76
Total Plant Specific Expenses $ 191,714,022 24.66% $ 476
Plant Non-Specific Expenses
Other PP&E S 1,209,552 016% $ 0.03
Network Operations $ 53,704,117 691% $ 1.33
Depreciation/Amort $ 319,915,302 41.16% $ 7.93
Marketing $ 14,272,716 184% $ 0.35
Customer Opr Service ) 97,570,543 1255% $ 242
Executive & Planning S 5,523,622 071% $ 0.14
General & Administration $ 86,523,300 11.13% $ 2.15
Prov Uncollectibles $ 6,854,129 0.88% $ 0.17
Total Plant Non-Specific Expenses $ 585,573,282 7534% $ 14.52
Total Operating Expense $ 777,287,304 100.00% 19.28
Federal and State Taxes $ 160,266,512 $ 3.98
Return On Investment s 291,937,075 $ 724
Monthly Cost per Line $ 1,229,490,892 $ 30.49
Gross Receipts Tax' $ 49,896,092 $ 1.24

! Application varies so much on a state by state basis, it is not included in the Monthly Cost.

Assumptions:
BASE.CSV, CAPCOST.inf

Bepmuxls

Default input and logic

Report.xis.xls

Page 2

10/31/97 2:12 PM



MARYLAND
Total State

Investment: UnCapped1

Density Group

0to 10

Benchmark Cost Proxy Model Results

Plant Summary Report

11 to 50 51to 150 151 to 500 501 to 2000 2001 to 5000 > 5001 Total
Investment Per Line Data
Loop Distribution Investment $ 2,684 % 1,907 § 1,151 $ 653 % 418 % 338 § 208 $ 540
Loop Feeder Investment $ 2909 $ 895 $ 474 $ 333 § 241 % 186 §$ 142 3§ 279
Total Uncapped Loop Investment  $ 5593 § 2802 $ 1,625 $ 986 § 659 § 523 § 350 $ 819
Switch Investment $ 279 % 266 § 243 § 234 § 228 § 226 % 224 $ 231
InterOffice Facilities $ g8 % g8 $ 7 % 7 $ 7 % 7 $ 7 8 7
Other Investment $ 336 $ 186§ 121§ 86 § 67 § 60 $ 50 $ 76
Total Investment $ 6,217 % 3,263 % 1,995 § 1,313 § 962 $ 816 § 631 $ 1,133
Cost Per Month Data
Capital Cost $ 10246 $ 5446 $ 3331 % 2223 % 1641 § 1379 % 1073  § 19.15
Operating Expense per Line $ 1134  § 1134 % 1134 § 1134 § 1134 § 1134 § 1134 % 11.34
Total Cost per Line $ 113.81 % 6580 $ 4465 $ 3358 § 2776 % 25.14 § 2207 % 30.50
(Excluding Gross Reciepts Tax)
Line Data
Loop Distribution Length 4,742 5,649 5,205 3,604 2,284 1,476 705 2,443
Loop Feeder Length 45,062 28,412 21,527 14,867 11,585 8,616 6,011 12,181
Total Loop Length 49,804 34,060 26,732 18,471 13,870 10,091 6,716 14,623
Number of Households 521 123,754 178,452 201,481 565,625 517,608 255,000 1,842,441
Number of Residential Lines 599 142,363 205,287 231,779 650,680 595,443 293,345 2,119,496
Number of Single Business Lines 16 1,831 5,596 9,257 24,069 16,835 10,244 67,848
Multiple Business Lines 272 31,639 96,716 159,970 415,958 290,932 177,036 1,172,523
Total CBG Lines Served 887 175,833 307,599 401,006 1,090,707 903,210 480,625 3,359,867
Report.xls.xls Page 1 10/31/97 2:12 PM



Benchmark Cost Proxy Model Results

Plant Summary Report

MARYLAND
Total State

Investment: UnCapped'

Aggregate Support Data 0 to 10 110 50 5110 150 15110500  501t02000 2001 to 5000 > 5001 Total

Support Over $20 Benchmark $ 667,068 $ 71,730,701 $ 60,729,041 $ 41200300 $ 64353764 $ 37,856,685 $ 9431938 §  285969,497
Support Over $30 Benchmark $ 602658 $ 56668713 $ 38755344 $ 16854627 $ 8997297 $ 1,040,769 § 172,271 $ 123,091,679
Support Over $40 Benchmark $ 538248 $ 41,616363 $ 17,929,130 $ 2124951 $ 164900 $ 25352 § - $ 62398943
Support Over $50 Benchmark $ 473856 $ 26697681 $ 4260086 $ 119311 § 45425 § 655 § - $ 31,597,013
Support Over $60 Benchmark $ 409626 $ 13,585,496 $ 482314 $ 46,362 $ 35738 $ -8 - $ 14,559,536
Support Over $70 Benchmark $ 345647 $ 5563821 § 74,139 $ 17270 $ 32,082 $ -8 - $ 6032958
Support Over $80 Benchmark $ 281939 $ 2020038 $ 20,888 5840 §$ 30402 $ - s -8 2,359,107

' The Average Loop Investment per line

Assumptions;

BASE.CSV, CAPCOST.inf
Bepm.xlis

Default input and logic

Report.xls.xls Page 2 10/31/97 2:12 PM
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Maryland

Benchmark Cost Proxy Model Results

Area Wide Summary Report

Multiple Wire Centers [212]

Investment Per Line Data

Loop Investment
Switch Investment
IOF Investment
Other Investment

Total Investment

Expense Per Month Data

Total Capital Cost per Line
Total Operating Expense per Line
Total Cost per Line

Gross Receipts Tax’

Line Data

1 CBGs with Average Loop Investment per line over $10,000 are capped at $10,000.
2 Application varies so much on a state by state basis, it is not included in the Monthly Cost.

Assumptions:
Mdbase

Md USF Run

Report.xls.xls

Average Loop Length in Feet
Lines Above $10K Loop Investment

Number of Households

Number of Residential Lines
Number of Single Business Lines
Multiple Business Lines

Non Switched Lines

Total CBG Lines Served

Page 1

Uncapped
Annual
Amount

Capped'
Annual
Amount

222

60

541
222

60

o 1en 8 A o

o |7 7 B

830

13.03
11.34

12,316
1,715

1,838,791
2,270,551
692,252
441,473
147,384

3,551,660

¥ A e o

24.37
0.99
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Maryland

Benchmark Cost Proxy Model Results

Aggregate Support Summary

Multiple Wire Centers [212]
Uncapped Capped’
Annual Annual
Residental Aggregate Support Data Amount Amount
Support Over $20.00 Benchmark $128,637,165 $ 127,252,511
Support Over $30.00 Benchmark $ 44,661,602 $ 43,276,948
Support Over $40.00 Benchmark $ 26,671,884 $ 25,287,230
Support Over $50.00 Benchmark $ 17,793,607 $ 16,408,953
Support Over $60.00 Benchmark $ 12,204,543 $ 10,819,889
Support Over $70.00 Benchmark $ 8,717,016 $ 7,332,362
Support Over $80.00 Benchmark $ 6,453,162 $ 5,068,508
Business Aggregate Support Data
Support Over $20.00 Benchmark $ 25,301,074 $ 25,164,581
Support Over $30.00 Benchmark $ 5,377,895 $ 5,241,401
Support Over $40.00 Benchmark $ 2,640,847 $ 2,504,354
Support Over $50.00 Benchmark $ 1,582,438 $ 1445944
Support Over $60.00 Benchmark $ 1,032,288 $ 895,795
Support Over $70.00 Benchmark $ 740,145 $ 603,651
Support Over $80.00 Benchmark $ 557,192 $ 420,699
Total Aggregate Support Data
Support at Res $20.00 and Bus $20.00  $153,938,239 $ 152,417,092
Support at Res $30.00 and Bus $30.00  $ 50,039,497 $ 48,518,350
Support at Res $40.00 and Bus $40.00  $ 29,312,731 $ 27,791,584
Support at Res $50.00 and Bus $50.00  $ 19,376,045 $ 17,854,897
Support at Res $60.00 and Bus $60.00  $ 13,236,831 $ 11,715,683
Support at Res $70.00 and Bus $70.00 $ 9,457,161 $ 7,936,013
Support at Res $80.00 and Bus $80.00 $ 7,010,354 $ 5,489,207

Assumptions:
Mdbase

Report.xis.xis

Page 3

10/31/97 2:01 PM



Benchmark Cost Proxy Model Results

Maryland

Multiple Wire Centers [212]

Assumptions:

Mdbase

Key Elements
Investment: UnCapped
Analysis Total Per Line
CBG Lines Served 3,551,660
Average Distribution Length 1,151,108,594 324
Average Feeder Length 42,590,962,950 11,992
Average Loop Length 43,742,071,544 12,316
Distribution Investment $ 847,801,552 § 239
Feeder Investment $ 1,084,124,484 § 305
Loop Investment (UnCapped) $  1931,926,036 § 544
Annual Per
UnCapped Annual Line

Plant Type Investment Percentage Investment
2112 Motor Vehicle $ 20,293,630 0.69% $ 5N
2114 Special Purpose Vehicle $ 27,461 0.00% $ 0.01
2115 Garage Work M 878,750 0.03% 3 0.25
2116 Other Work $ 17,218,005 058% $ 485
2122 Fumiture $ 6,398,397 022% $ 1.80
2123 Office S 19,250,114 065% $ 542
2124 General Purpose Computers $ 81,421,667 275% $ 22.92
Taotal Support Investment $ 145,488,024 492% $ 40.96
2111 Land $ 9,235,529 031% $ 2.60
2121 Building $ 58,254,874 197% $ 16.40
2210 Switching Equipment $ 789,361,443 2668% $ 222.25
2230 Circuit Equipment $ 523,796,856 17.70% $ 14748
2230 I0F Equipment N 23,680,843 0.80% S 6.67
2411 Pole Investment $ 60,225,244 204% $ 16.96
2421 Aerial Cable - Copper $ 160,981,989 544% $ 4533
2421 Aerial Cable - Fiber N 27,705,578 0.94% $ 7.80

2421 Aerial Cable $ 188,687,567 638% $ 53.13
2422 Underground Cable - Coppe $ 123,323,365 417% $ 34.72
2422 Underground Cable - Fiber § 23,624,821 0.80% $ 6.65

2422 Underground Cable $ 146,948,186 497% $ 41.37
2423 Buried Cable - Copper $ 781,669,776 2642% §  220.09
2423 Buried Cable - Fiber $ 56,197,466 1.90% $ 15.82

2423 Buried Cable $ 837,867,241 2832% § 23591
2441 Conduit Investment $ 175,525,943 5.93% § 4942
Total Plant Investment $  2,813,583,725 9508% $ 79219
Total Investment $  2,959,071,749 100.00% $ 833.15

Report.ds Page 1

10/31/97 2:02 PM



Benchmark Cost Proxy Model Results

Key Elements
Maryland
Multiple Wire Centers [212]
Investment: UnCapped
Md USF Run
UnCapped Annual Monthly Per

Expense Account Expense Percentage Line Cost
Plant Specific Expenses
6110 Network Support $ 6,392,988 086% $ 0.15
6120 General Support $ 51,143,907 691% $ 120
6210 COE Switch S 14,490,774 1.96% $ 0.34
6230 COE/IOF Transmission $ 9,802,582 132% $ 0.23
6310 Information IOT $ 2,983,395 040% $ 0.07
6411 Poles 3 117,630,987 1590% $ 2.76
6421 Aerial Copper Cable $ - 0.00% $ -
6421 Aerial Fiber Cable $ - 0.00% 3% -
6422 Underground Copper Cable $ - 0.00% $ -
6422 Underground Fiber Cable  § - 0.00% $ -
6423 Buried Copper Cable $ - 0.00% $ -
6423 Buried Fiber Cable $ - 0.00% $ -
6441 Conduit Investment System $ - 0.00% $ -

6410 Cable & Wire 3 117,630,987 1590% $ 2.76
Total Plant Specific Expenses  § 202,444,634 27.36% $ 475
Plant Non-Specific Expenses
6510 Other PP&E ) 1,278,598 017% $ 0.03
6530 Network Operations $ 56,684,497 7.66% $ 1.33
6560 Depreciation/Amort S 256,636,245 34.68% $ 6.02
6610 Marketing $ 14,916,973 202% $ 0.35
6620 Customer Opr Service b 103,140,213 13.94% $ 242
6710 Executive & Planning $ 5,966,789 081% $ 0.14
6720 General & Administration $ 91,632,834 1238% $ 2.15
6790 Prov Uncollectibles M 7,245,387 098% $ 0.17
Total Plant Non-Specific Expen: $ 537,501,537 72.64% $ 12.61
Total Operating Expense $ 739,946,170 100.00% 17.36
Federal and State Taxes $ 112,045,750 $ 2.63
Return On Investment $ 188,732,435 $ 443
Monthly Cost per Line $  1,040,724,355 $ 2442
Gross Receipts Tax' $ 42,235,432 $ 0.99

Assumptions:

Mdbase

Report.xls Page 2 10/31/97 2:02 PM



Investment: UnCapped

Benchmark Cost Proxy Model Results

Plant Summary Report

i

Maryland
Multiple Wire Centers [212}

Density Group Oto5 6 to 100 101 to 200 201 to 650 651 to 850 851 to 2550 2551 to 5000 5001 to 10,000 > 10,001 Total
Inyvestment Per Line Data
Total UnCapped Loop Invest; $ 12,540 $ 1,999 3 839 § 631 §$ 584 $ 493 % 418 % 319 § 211 544
Switch Investment $ 330 $ 263 $ 238 § 226 3 225 §$ 221 § 219 § 216 §$ 209 222
InterOffice Facilities $ 10 % 8 3 7 3 7 3 7 8 7 3 7 3 6 $ 6 7
Other Investment $ 711§ 143 § 78 $ 65 $ 62 $ 57 % 53§ 47 $ 40 $ 60
Total Investment $ 13590 $ 2413 $ 1,162 $ 929 §% 878 § 778 % 696 $ 589 §$ 467 $ 833
Cost Per Month Data
("apital Cost 20744 $ 38.10 $ 1855 § 1480 $ 1388 % 1223 § 081 §$ 913 §% 7.27 1308
Operating Expense per Line _$ 1134 $ 1134 §$ 1134 $ 11.34 11.34 11.34  § i34 § 1134 § 1134 11.34
Total Cost per Line $ 21878 $ 4944 $ 2989 $ 26.14 25.22 2357 % 22,15 $ 2047 $ 18.61 2442
(Excluding Gross Reciepts Tax)
Line Data
Loop Distribution Length 763 1,464 938 499 375 259 173 80 68 324
Loop Feeder Length 46,696 29,226 21,936 16,905 14,552 11,948 9,365 8,102 5,000 11,992
Total Loop Length 47,459 30,690 22,874 17,403 14,928 12,207 9,538 8,182 5,159 12,316
Number of Households 1,589 147,154 133,214 180,663 63,832 430,150 388,828 333,685 159,676 1,838,791
Number of Residential Lines 1,962 181,707 164,494 223,084 78,820 531,152 480,127 412,036 197,169 2,270,551
Number of Single Business L 138 21,850 27,696 57,984 18,425 141,512 122,008 135,432 167,207 692,252
Multiple Business Lines 88 13,934 17,663 36,979 11,750 90,247 77,808 86,370 106,634 441,473
Non Switched Lines 29 4,652 5,897 12,345 3,923 30,129 25,976 28,834 35.599 147,384
Total CBG Lines Served 2,217 222,143 215,749 330,392 112,918 793,040 705,919 662,673 506,609 3,551,660
Report.xis Page 1 10/31/97 2:02 PM



Investment: UnCapped

Benchmark Cost Proxy Model Results

Plant Summary Report

Maryland

Multiple Wire Centers [212]

Residental Aggregate
Support Data O0to5 6 to 100 101 to 200 201 to 650 651 to 850 851 to 2550 2551 to 5000 5001 to 10,000 > 10,001 Total
Support Over $20.00 Benchr $ 3,722,864 $ 53,750,599 $ 16,051,021 $ 14159360 $ 4,102,081 $ 19,532,168 § 11,608,189 $ 5075041 $ 635,842 $ 128,637,165
Support Over $30.00 Benchir $ 3,532,184 $ 36,255947 $§ 2,739,170 $ 1,308,595 $ 161,395 % 501,221 % 125,258 § 19,507 § 18,325 $ 44,661,602
Support Over $40.00 Benchr $ 3,341,504 $ 22,784,796 $ 308,354 § 163,077 $ 19,167 $ 52,7148 $ - $ 1,622 $ 616 $ 26,671,884
Support Over $50.00 Benchir $§ 3,150,824 $ 14,486,854 $ 102,260 $ 39,506 $ 8476 § 5,687 $ - $ - $ - $ 17,793,607
Support Over $60.00 Benchr $ 2,960,144 $ 9,171,052 § 56,510 § 11,586 $ 4912 % 339 § $ - $ $ 12,204,543
Support Over $70.00 Benchr $§ 2,769,464 $§ 5,898,080 $ 42,516 % 4915 % 2032 § $ $ $ $ 8717016
Support Over $80.00 Benchr $ 2,578,784 $ 3,834,748 § 37,116 § 2,515 % - $ - $ - $ - $ - $ 6453162
Business Aggregate
Support Data Oto5 6 to 100 101 to 200 201 to 650 651 to 850 851 to 2550 2551 to 5000 5001 to 10,000 > 10,001 Total

Support Over $20.00 Benchrr $ 349616 $ 6,541,723 $ 3,129,793 $§ 3,740,072 $ 1,086416 $ 5589.861 $ 3,020576 $ 149109 § 351920 $ 25,301,074
Support Over $30.00 Benchrr $ 333,057 $§ 3953649 $ 482,108 $ 204,030 $ 41,199 $ 312805 $ 42,254 § 2623 $ 6,170 $ 5377,895
Support Over $40.00 Benchir $ 316497 $ 2106930 $ 52,422 $ 18,509 % 8,168 $ 137,794 $ - $ 296 $ 232§ 2,640,847
Support Over $50.00 Benchrr $ 299,938 § 1,182,314 § 13,226 $ 3,350 $ 4273 $ 79,337 $ - $ - $ - $ 1,582,438
Support Over $60.00 Benchir $ 283,378 § 683,202 $ 10,681 § 1,636 $ 2499 % 50,891 § - $ - $ - $ 1,032,288
Support Over $70.00 Benchmr $ 266,819 $ 422,008 § 9,807 $ 1,098 3 1,034 $ 39,379 $ - $ - $ - $ 740,145
Support Over $80.00 Benchrr $ 250,259 % 266,028 $ 9,148 $ 658 § - $ 31099 $ - $ - $ - $ 557,192
Assumptions:

Mdbase

Report.xls Page 2 10/31/97 2:02 PM
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UNIVERSAL SERVICE FUNDING

BellSouth

Sprint

U S WEST
November 3, 1997



KEYS TO EFFICIENT
EXPLICIT SUPPORT

LEVEL OF SUPPORT REQUIRED

— GET THE MODEL RIGHT

TARGET SUPPORT EFFECTIVELY

— SUPPORT ONLY THOSE CUSTOMERS WHO NEED IT

STRUCTURE OF EXPLICIT FUNDING

— AFFORDABLE SERVICE NATIONWIDE

EFFICIENT REMOVAL OF IMPLICIT SUPPORTS

~ REPLACE SUPPORT FROM INTERSTATE ACCESS RATES
— IMPLICIT INTRASTATE SUPPORTS MUST BE ADDRESSED
* BUSINESS
* TOLL /ACCESS
+ OTHER IMPLICIT SUPPORTS

Page 2



BCPM IS THE SUPERIOR MODEL

ACCURATE DETERMINATION OF FORWARD-LOOKING
COST FOR HIGH-COST SUPPORT

LOCATES ALL CUSTOMERS BY CENSUS BLOCK
RESPONSIVE TO DIRECTIVES OF JOINT BOARD AND FCC
PROVIDES QUALITY SERVICE TO ALL CUSTOMERS

ALL INPUTS EASILY USER ADJUSTABLE

OPEN AND AVAILABLE FOR INSPECTION AND TESTING
AVAILABLE ON THE INTERNET @ www.bcpm2.com

WORKSHOPS PLANNED

- NOVEMBER 6 BOSTON
— NOVEMBER 18 DENVER
— NOVEMBER 20 WASHINGTON D.C..

Page 3



BCPM

K Main Page
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THE HATFIELD MODEL
UNDERSTATES COSTS

ASSUMES EVERYTHING IS PERFECT

UNREALISTIC STRUCTURE SHARING ASSUMPTIONS
~ SUPPORT FOR 1/4 TO 1/2 OF STRUCTURE COSTS

SUB-STANDARD NETWORK DESIGN PARAMETERS
- LOOPS DESIGN EXCEEDS STANDARD NETWORK PARAMETERS

UNREASONABLE CLUSTERING ASSUMPTIONS
~ 75% OF RURAL CUSTOMERS ASSUMED TO BE IN “TOWNS”

UNDOCUMENTED LAOTIAN AND DESIGN ALGORITHMS

— GEO-CODING CUSTOMER LOCATIONS FROM MAILING LIST DATA
— “STRAND-MAPPING” DESIGN FOR DISTRIBUTION PLANT

ONLY EXISTING CUSTOMERS SERVED

Page 5



SUPPORT MUST BE TARGETED
BELOW THE WIRE CENTER




FUNDING STRUCTURE

« THE FCC DECISION REQUIRES A 75/25 SPLIT OF FUNDING
BETWEEN THE STATE AND FEDERAL JURISDICTIONS

e 75/25 WILL THREATEN AFFORDABILITY IN SOME STATES

— PRIMARY DRIVERS:
« NUMBER OF HIGH COST CUSTOMERS
* RANGE OF COSTS
« NUMBER OF LOW COST CUSTOMERS TO SPREAD BURDEN OVER
— SEE ATTACHED PAPERS
* FUNDING UNIVERSAL SERVICE: NATIONAL FUND vs. SEPARATE FUNDS
« FUNDING UNIVERSAL SERVICE: THE 75/25 DEBATE

Page 7



FUNDING ALTERNATIVES

1. NATIONAL FUND

NATIONAL FUNDING REQUIREMENTS
STATE + INTERSTATE REVENUES

NATIONAL % =

2. SEPARATE STATE AND INTERSTATE FUNDS

75% OF STATE FUNDING REQUIREMENTS

STATE % =
STATE REVENUES

25% OF NATIONAL FUNDING REQUIREMENTS

INTERSTATE % =
INTERSTATE REVENUES

Page 8
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